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AIDE-MEMO IRE 
on the fixing of the EQSC levies and on the 
drawing-up of the operational budget for 1978 
Following the usual practice, the views of the European Parliament are_ being 
requested before the Commission takes a decision on the levies and the 
operational budget of the ECSC for the financial year 1978. 
This aide-memoire forms the basis for the oonsultation of Parliament. It 
is divided into the following sections: 
I. General introduction; 
II. .Analysis of expected expenditure and possible resources in the 
financial year 1978; 
III. Draft operational budget. 
In view of the favourable reception given to the wq in which the document 
was presented by the Commission last year, there is to be only one slight 
change this year, namely the inelusion· at Annex D of a summary of the 
provisional situation of the ECSC at. 3-Q June: 1977. 
The various factors affecting the determination of the levy rate for 1978 
are described in Chapter III. 
* 
* * 
The aide-memoire has also been sent to the ECSC Consultative Committee for 
information. 
'----~- ---------· ---.---- ---~-- .. --·--·" __ _ 
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I. GENERAL INTRODUCTION 
This Chapter summarizes the factors necessary for appreciating the economic, 
political and financial background to the draft operational budget of the 
ECSC for 1978. 
A. ECONOMIC ASPECTS 
1. The economic outlook for 1977 and 1978 
Theeeonomic trend which the Community has been experiencing for some two 
years has been marked by alternating periods of expansion and contraction. 
The Latter have tended to predominate since the· beginning of the year. As a 
result of the constraining influence of inflationary pressures, excessive 
balance of payments imbalances, and under-use of productive capacity - fac-
tors applying in differing degree to different Member countries - there is 
still no sign of the appearance of a cumulative cyclical expansion of the 
sort noted in earlier phases of economic recovery. A slight consolidation 
of economic growth is forecast for the second half of 1977 on account of 
the faster expansion of exports and, in some countries, of private consump-
tion. For the year as a whole, however, the rate of economic growth is not 
Likely to be any higher than 2 1/~~ in real terms of the entire Community 
compared with 4 1/2% in 1976. Initial estimates for 1978 suggest that eco-
nomic growth will pick up slightly in that year and overtake the 1977 Level. 
Utilization of productive capacity, however, is expected to stay at a fairly 
Low Level in many sectors of industry. 
The progress made towards a return to full employment in the medium term 
has been disappointing. There has been Little inclination to make job-creating 
investments. Where a need for Labour has arisen, it has basically been 
met by increasing productivity or extending the working hours of those al-
ready employed. Discounting seasonal variations, the rate of unemployment 
for the whole of the Community reached 5.6% by the summer. This is Likely 
to increase further in the autumn and into 1978. The number of young people 
seeking their first job is likely to go on increasing and a growing number 
of women ·will be seeking employment. 
.. 
• 
• 
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Although pressure of demand on overall real resources has not been exces-
sive, the rise in prices was brisk until the spring. This phenomenon can 
be explained by the shortfall in the supply of agricultural products 
following the 1976 drought in the Community and also by the adverse cli-
matic factors which have seriously affected the prices of some tropical 
foodstuffs. There have been other contributory factors as well such as 
the increase in public service tariffs and petroleum product prices. 
On the other hand, the effect of wage costs on the prices of manufactured 
products has generally remained moderate. Despite the slowdown forecast for 
the second half on the year, the overall rise in consumer prices in 1977 
is unlikely to abate in comparison with last years The average rate of in-
crease is estimated at 9 1/2%. In 1978, however, the rate of inflation is 
expected to slow down. 
) 
In the final analysis, it is only on the external side that the Community's 
position has developed fairly satisfactorily after the marked deterioration 
throughout 1976. It should however be noted that this improvement in the 
external position is essentially just the reflection of a continuing state 
of depressed economic activity and under-use of productive capacity. Despite · 
the worsening in the terms of trade, the reduction in the volume of pur-
chases by the deficit states has, since the end of the previous year, re-
sulted in a significant improvement in the Community's balance of trade. 
If, as is probable, this recovery continues, it should lead to a near~ 
balance situation in 1977~ compared with the previous year's deficit 
of nearly 8 000 million dollars. There is even a possibility of a small 
surplus in 1978, based_on the increasing contribution of North Sea oil. 
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The following table shows the trend in the Community's GDP during the 
period 1975 to 1977: 
GROSS NATIONAL PRODUCT INVOL~m T~~ 
(%variation as compared with the previous year) 
1975 1976 
Denmark 
-
1.1 4.8 
Fed. Rep. of Germany 
-
2.6 5.7 
France 0,,. 1 5 .. 2 
. 
.. 
Ireland 0~_4· 3 .. 2· 
. 
Italy . - 3.5· 5.6 
Netherlands 
- 1.~ 1 4~4 
Belgium· 
- 2 .. 0 3,.0 
Luxembourg 
- 84',4 .. 2.7 
United Kingdom 
- L7 1~6 
Community 
- 1,.8 4.6 . 
Source: Commission staff. · 
1977 
1 
.3 
• 2. 3'/4 
5 
2 
2 1/2 
2 3/4 
1 1/4 
112 
2 ·1/2 
• 
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2. Prospects in the coal sector 
As a result of the combined effect of variou~ factors, the overall situation 
on the coal market in 1978 should be broadly similar to that in 1977. 
As far as demand is concerned, there is no sign at the moment of any 
development in the iron and steel industcy pointing to major changes in 
coal and coke consumption.. However, the measures taken by some Member 
States mq perhaps mean that greater use will be made of Community coal 
resources to satisfy demand. 
The exceptional increase in coal consumption in the elec~ricity industry 
in 1976 was followed by a levelling-off in 1977 to a fairly constant level; 
consumption should remain around this l~vel in 1978 unless any unforeseen 
factors arise (e.g. a serious drought which would reduce the level of 
generation of electricity in hydro-electric stations below normal). The 
reason· for this situation is that, al-though overall Community demand will 
probably continue to rise at the present rate of ~ and there will be a 
substantial increase in the proportion of coal used in some Member States, 
these factors must be offset by a fall in consumption in the United Kingdom 
(approximately 4%) caused by the commissioning of several large power stations 
which do not use coal. 
A degree of uncertainty surrounds coal production in 1978 owing to various 
factors. The most important of these are the decision which is likely to 
be taken by the Federal Republic of Gennaey- to introduce short-time working 
in view of the gloo~ prospects for coking coal and coke sales, the serious 
strain put on the :Belgian budget by the Sllbsidies which are being paid to 
the coal industr,y to enable it to sell its products at competitive prices 
and, thirdly, the productivity difficulties faced by the British coal 
ind.ustcy. 
Bearing in mind these production factors, it m~ be assumed that total 
Community coal production will be around 240 million tonnes in 1978. 
Similarly, some uncertainty olouds the financial pro.~pects of the United 
Kingdom coal indust:cy which has had a healthy profit margin throughout the 
i 
!' 
I 
I 
! 
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period endi:i'lg with the financial year which terminated in March 1977. 
Subsidies will, however, probably have to be made available in other 
Member States to boost productiono The need for such subsidies in the 
case of the German coal industr,y is largely attributable to the under-
utilization of production capacities and to the maintenance of Large 
stocks of coal and coke. 
The large quantity of stocks put down by producers, particularly in the 
Federal Republic of Germany, is due to the small volume of intra-Community 
trade which is attributable in turn to the lower prices at which Member 
States which have to import coal can buy it from non-Community countries. 
If no solution is found, imports,from non-Community countries will probably 
approach 40 to 45 million tonnes, while the stocks of coal and coke put 
down by Community producers m~ exceed the current high levels. 
3. Prospects in the steel sector 
There was a severe slump in the Community iron and steel industr,y in the 
first half of 1977. New orders failed to reach the levels attained in 
the corresponding period of the previous year and are naturally well down 
on those of 1974, which was a peak year. 
Crude steel production fell by approximately 5-4% in the first nine months 
of 1977 compared with the same period in 1976 (a drop of 17% compared with 
the levels in the corresponding months of 1974). The rate of utilization 
of Community production capacities is still low (not more than 64%). 
The rhythm of production and supply has, however, more closely matched that 
of market demand in the last few months. The total volume of orders has 
accordingly stabilized at an average of about one month's full protection. 
The decline in production is due largely to the sluggishness of internal 
demand caused by the low level of investment and the excess stocks kept 
by producers, dealers and users. A further oontributor,y factor is the 
deterioration in the trade balance in steel products. The net balance 
..... 10 
in the Community's external trade in finished products with non-member 
. 
countries fell from 20.1 million ~onnes in 1974 to 14.7 million tonnes in 
1975 and 6.5 million tonnes in 1976. 
" The Community steel industry has thus not only suffered from an excess of 
cheap non-member country products on to· its own internal market, but has 
• also lost a large number of its traditional outlets. in non-Community 
countriese The financial viability of the Community's steel industry is 
in serious danger be-cause the industry has had to bring down its prices 
to compete with these importee 
. 
This slump in production gives particular cause for concern, as it has 
been accompanied by a catastrophic fall in the market prices of steel 
products - varying from 15 to 50% depending on the type of product. The 
effect of this price drop has been exacerbated b,y the sharp rise in the 
cost of raw materials and labour. 
The ste~ increase in production capacity due to investment projects 
launche~ in the prosperous years of 1973 and 1974 has added t~ the steel 
industry's difficulties. Investment programmes have, however, slowed 
down as the crisis has'dragged on, although the effects will not be felt until 
later. 
The outlook is gloomy for the second half of the year. Community crude 
steel production might reach a level of 128 to 129 million tonnes in 1977; 
this is only slightly less than the 1976 level of 134.2 million tonnes but 
far below the record of 155.6 million tonnes in 1974. 
The slight acceleration in economic growth expected in 1978 justifies pre-
dicting that Community crude steel production will reach a levy of approximately 
135 million tons in 1978, provided that imports are better matched to the 
decline in internal demand. 
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B. THE POLICY CONTEXT 
The gener~l objectives of the ECSC are permanently laid down in Articles 1 
to 5 of the Treaty of Paris. 
The Commission periodically formulates objectives or general guidelines for 
the future development of the ECSC industries, in both the coal and steel 
sector$. The coal sector is a special case, as it is also covered b.y general 
documents prepared by the Commission on Community energy polic,y. The 
medium-term guidelines for these two sectors also inc~ude a section on 
manpower problems in these industries; this provides the setting for the 
various social policy functions discharged by the High Authority/ 
Commission by virtue of the provisions of the Treatyo Information on past 
and future investment trends and the financial activities carried out by 
the Community to finance investment is published by the ECSC in the 
two yearly reports, one on the results of the investment survey in the 
Community coal and steel industries and the other the financial report 
dealing with ECSC borrowing and lending activity. 
The remarks ·which follow are not intended to replace the policy information 
given in the documents referred to above. It should be noted that the 
general guidelines for steel - which were drawn up by the Commission in 
1976 - are currently being revised in consultation with the parties 
concerned. The ensuing remarks will thus be confined to certain key points 
or recent events that the Commission feels should be highlighted in drawing 
up the draft operational budget of the ECSC for 1978o They 
deal in turn with the industries, the social policies of the ECSC and the 
borrowing and lending activities of the current year. 
l. 
.. 
& 
.. 
1. Coal policy 
The Community production target of 250 million tee by 1985 laid down in the 
medium-term guidelines for coal 1975-85 (OJ No C 179 of 6 August 1975) also 
appears in the second report on the achievement of Community energy policy 
objectives for 1985, which was forwarded to Parliament and the Council on 
3 August. 
The Council may be called upon to decide on the draft resolution on the 
1985 objectives proposed in the report in December. It will wait for 
Parliament•s~Opinion on~the document, due to be drawn up in November.· 
On the subject of.the individual instruments of coal policy, the Commission 
recalls that it stated in its aide-mamoire on the draft ECSC operational 
budget for 1977 that it intended to present three coal policy measures in 
the course of this year: financial aid to enable producers to bear the 
burden of stockpiling coal and coke, the extension of the present system 
of subsidies for intra-Community sales of coking coal (instead of a phased 
reduction of the system), and investment aid for coal-fired power stations. 
---_______________ ..... --· 
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The second of these measures was adopted by the Council in midr-summer 
although in a much more diluted form than that proposed by the Commission. The 
two other proposals, although approved by Parliament and the Economic and 
Social Committee, are still being discussed by Council working parties. 
Because of the effects of recen·Uy-introduced Commun.ity measures intended 
to establish a better· balanc~ in the steel market, the Commission was led 
to decide on 5 October 1977 in the context of the Community system of aid 
for coking coal and coke to introduce some flexibility in the Long-term contract 
conditions-which must be met by producers who wish to receive Community aid. 
Deliveries to the iron and steel industry during 1977 may be reduced in 
direct proportion to the adjustment in pig iron production which firms have 
made under the Community measures. 
In compliance with the decision of the Council of Energy Ministers on 
29 March to collect information on coal imports from non-Community countries, 
the Commission worked out a draft decision for an improved s,ystem of 
information on coal imports to be used for its reports on the trend in 
the Community coal market. This draft decision has been submitted to the 
government representatives of the Member States meeting in Council under 
the ECSC procedure and is now being studied. 
• 
'I 
2. Iron and steel policl 
The European iron and steel industry is now in the third year of a 
deep-seated crisis; average utilization of capacity is now below 65 X, 
traditional markets have been lost and almost all firms are making losses. 
Employment has also been badly hit by the· crisis. Short-time working and re-
dundancies have occurred throughout the industrye Further, more serious cuts 
affecting several tens of thousands of workers are planned for the years to 
come. In addition to the persistent cyclical depression, the crisis has also 
now assumed a structural character. 
The· iron and steel policy which the Commission has in view can be summarized 
against three main guidelines. A fourth vital element of policy concerns the 
social implications of ·the crisis: This is considered in Section 3 below. 
2.1~ first guideline: keeping the market unified and open 
The Community must do all that is needed to maintain market unity which 
is threatened through the establishment of cartels and through recourse to 
na'tional safeguard measures. The Community also intends to stand by the ex-
ternal tra.ding polfcies hitherto pursued. This dual objective cannot be attained 
unless the iron and steel industry is restructured. 
2.2. Second guideline: Community approach to restructuring problems 
The objective of restructuring is to secure a modernized production ·capacityCthis 
affects both plant and products) of which the viability and hence the competitive-
ness would be assured. 
Restructuring policy must be pursued in consultation with workers' organization, 
'firms, the Member States and the Community's other institutions • 
. , 
- 15 -
. Several gover~ments particularly interested in the restructuring of the in-
dustry have already made known their interest in tackling it on a Community 
basis. 
All new investment in the steel industry should be placed in this context. 
To guarantee the requisite coordination between investment projects, it will 
therefore be essential for Member States' re.structuring programmes to be 
examined as soon as possible to ensure compatibility with the Community 
objectives, and for the investment projects to be communicated early enough 
for an assessment to be made of their value in relation to these programmes. 
With this purpose in mind, the Commission is now revising the General Objec-
tives for Steel in consultation with the parties concerned. 
For the time being, and until precise restructuring objectives have been 
established, any investment resulting in an increase in existing production 
capacities can be allowed only if it is offset by a comparable reduction. 
' For this purpose, the Commission will invoke Article 54n The grant of Community 
finance (loans and interest relief) will be based on the contribution of the 
investment in question to the restrudUr.ing objectives. In the meantime, it is 
desirable for governments, authorities and firms involved in the restructu-
·ring and redevelopment process to avoid taking concrete action until the restruc-
turing programmes have been defined. 
The magnitude of the restructuring problems reflects the existing state of Com-
munity produ~tion capacity. 
• 
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·The difficulties are attributable not only to the deterioration in the 
conditions of competition at world level resulting from national financial 
and other measures, but also.to the fact that part of the 
Community iron and steel industry is ill adapted to modern production and 
orsanization structures. 
The latter drawback is due mainly to the unfavourable siting and dispersic:..n 
of certain iron- and steelmaking establishments, a-lack of coordination and, 
in certain cases, imbalances in the different stages of' production. The 
process of restructuring the Community iron and steel industry must be 
accelerated so that the industry can face up to the present difficulties, 
and its competitiveness must be attuned to the future world market 
conditions b,y .adjusting capacity to internal and external needs. 
As regards competivity, full use should be made of the capacity of technical 
--
research to improve product quality and reduce costs. 
~ ,I "•-'* • 
2.3. Third guideline: market action 
The proposed restructuring cannot be achieved unless market conditions are 
improved. In the short 'term, we cannot . look to a·.recovery in the economy fo1· ~l ..... i1 
an improvement: CO'lsequently, limited action aimed at certain market 
mechanisms must be pursued and reinforced, in compliance with the rules and 
objectiv~s of the Treaty, as far as possible with the consensus of the 
parties concerned. 
This is w~ the Commission intends to continue with the plan for the voluntary 
limitation of internal market deliver,y quotas introduced at the end of 1976 
(OJ No C 304 of 24 December 1976). However, as this action is not at present 
securing the desired hardening of internal prices, firms must_ also be 
encouraged to oharge prices more in line with the _realities of.the situation. 
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In consultation with the ECSC Consultative Committee, the Commission has 
therefore recommended voluntar,y observation by firms of guidance prices 
for certain iron and steel products (OJ No L 114 of 5 May 1977)~ In a 
communication published in OJ No C 174 of 22 July 1977? the Commission 
adjusted the original guidance prices a.nd extended the range of products 
concernedo These pro~~aions have applied since 1 September 1977~ Under 
Article 61 of the ECSC Treaty, the Commission introduced minimum prices 
for concrete reinforcement bars (rebars) b.r Decision 962/77/ECSO of 
4 May 1977 (OJ No L 114 of 5 May 1977)o These prices will have to be 
re\~ewed b,y the Commission before 31 December 19776 
In addi·tion, recommendations Nos 77/328, 329 and 330/ECSC of 15 April 1977 
(OJ No L 114 of 5 May 1977) introduced import documents to be issued 
automatically on presentation of purchase contr~ctsi.to make it easier 
to detect unfair commercial practices and with a view to taking action 
against them under the rules of the Treaties {anti-dumping) e Another 
aim of these recommendations is to establish a Community surveillance 
As,ystem for imports into the Community of certain iron and steel products 
originating in non-member countries. 
Side qy side with these autonomous decisions, the Community has alrea~ 
started and intends to continue, oonversatiom with 'its· major world partners 
in order that their conduct should not compromise the intended rest rue-
turing efforts. Appropriate conta.ots must be made to ensure that it is 
clearly understood that the iron and s-teel policy measures introduced are 
in the long-term interest of all concerned. 
. ..~ . 
. .. 
.. 
f 
• 
• f 
3. Social policy 
As a general rule, the social policies pursued under the Treaty of Paris are 
similar to the policies developed subsequently by the European Economic 
Community. ECSC resettlement aid has aims and methods broadly similar to 
those of the Social Fund, while the purpose of ECSC redevelopment aid is 
comparable to that of the Regional Fund, although the latter has a wider 
range. 
However, the effect of the legal differences and especially of the fact that 
ECSC aid is financed by the industries concerned has enhanced the importance 
of the aid provi.ded. The ECSC resettlement regime is therefore more deve-
loped and more comprehensive than comparable Social Fund operations, while 
the redevelopment aid system also has a more specific purpose ~han the Regional 
Fund's present operations, since the operations concerned are designed to 
create jobs intended primarily for workers from the ECSC industries. Further-
more, since 1955 the ECSC has pursued·a.policy of subsidizing housing for 
workers in these industries. 
In the present circumstances, it is clear that in the realm of social policy 
the ECSC must concentrate on solving the problems arising from the restruc-
turing of the iron and steel industry and the foreseeable reduction in its 
labour force, since in the final analysis this restructuring will be impossible 
without stepping up redevelopment efforts to create the new activities needed 
for the re-employment of workers made redundant by the restructuring 
operations. 
If the restructuring of the iron and steel industry is to be acceptable 
from the social and regional point of view, the,inevitable redundancies 
must be attenuated and, if possible, offset by the creation of alternative 
jobs and support provided, on a basis of Community solidarity, for the 
resettlement of the workers involved • 
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These essential resettlement and redevelopment aspects must therefore form 
part and parcel of the restructuring programmes. The Community's task is 
to apply all the.means at its disposal in pursuit of these programmes includ-
ing particularly 
(i) assistance from the ECSC, the Regional Fund and the European Investment 
Bank for the creation of new jobs; 
(ii) the manpower resettlement regime provided·for in Article 56 of the ECSC 
Treaty for rehabilitating the worker·s. 
4· Borrowing and Lending activity since 31 December 1976 
ECSC Financial Report No 22 summarizes the Community's borrowing and lending 
activity in the financial year 1976 and presents analytical and cumulative 
statistics for the whole of this activity since 1954. The Community's 
balance sheet as at 31 December 1976 appears in Annex II to the report. 
Loans contracted in 1976 totalled 956 m EUA compared with 731 m EUA in 1975· 
Loans disbi.lrsed. i~ the ~ame period totalled 1 064 m.. EU~ compared with 
' 805·· m EUA in 1975, bringing total. pol'1/'oriing. and lending since 'the inception 
of the ECSC to. 4 069 m EUA and 4 151 m EUA (including ·157 m· EUA ·in loans from 
·own funds) respectively. The balance outstanding as at 31 December 1976 was 
3 475 m EUA. 
In the financial year 1977 ECSC financial activity continued to satisfy the 
demand from firms. 
In the first half of the year, loans contracted totalled 283 m EUA and loans 
disbursed 331 m EUA so that the balance outstanding exceeded 3 600 m EUA 
as at 30 June 197?• 
The ECSC has continued to obtain favourable terms on the capital market. 
The biggest loans contracted - ~50 · million over 12 years and ,3100 million 
over 20 years - on the international capital market were obtained under the 
most favourable currently available. 
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It is clear, from applications in hand, that ECSC borrowing and lending 
activity is likely to continue at a high levet in the coming months. 
The table in Annex C to this aide-memoire analyses the loans disbursed in 
the first half of the financial year 1977• 
A statement of the provisional situation of the Eu_ropean Coal and Steel 
~ Community as at 30 June 1977 is given in Annex D. 
C. FINAmiAL CONI'Err 
As regards the financial background to the 1978 draft budget, the rise 
in prices continuES to be· an,. imporrtant faotor in assessing forecaSts 
and defining the relation between the 1977 and 1978 financial years. 
In this ·respect, it may be assumed that there will be an increase in 
c'osts of 8% between 1977 and 1978, as compared with roughly 1 afo 
between 197 6 and 1977. 
It must be pointed out that the 10000 budget has been expressed in 
Etmopean units of account as from 1 January 1976. Since that date, 
budget commitments and the contracts relating thereto have 'been 
eXpressed and paid in EUA,. Initial problems were overcome without 
major difficulties despite the exceptionally heavy workload which 
Commission departments are having to bear in maintaining 
the accounts for budget commitments, since these accounts - for 
a transitional period - comprise both sums contracted in foreign 
currencies and commitments in EUA. This problem, incidentally, 
has also attracted the attention of the Auditor. Payment of 
levies during the 1976 financial year was based - during this 
transitional period - on conversion rates fixed every month; but, 
in 1977, daily conversion rates ·came into effect. The levies 
office, in cooperation with the undertakings and banks oonoerneQ., 
has applied itself to clarifying the methods of payment and to 
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solving technical teething troubles. The Commission is pleased 
with the satisfactory way in which this has been done. 
As regards the deadlines for payment of levies, the temporary 
two-month lag for payment of steel"levies, decided in 1976 
(OJ No L 89 of 2 April 1976), ended, as scheduled, at the end 
of this year. However, this measure was replaced permanently 
as from the second half of the current financial year by a 
one-month lag applicable not only to steel but also to coal 
levies. This adjusiment ' is based on the observation that the 
period of time between the manufacture of products subject to 
levies and the receipt of payment for these products is at 
present two full months and means that payment of levies is 
now due . on the 25th of the second month following the 
month in which the products were manufactured (Decision No 1687/77/F£00 
of 22 July 1977: OJ No L 187 of 27 July 1977) • 
The Commission recalls, finally, that, in ita resolution of 
14 December 1976 on the F£SC operational budget for the 1977 
financial year, the European Parliament expressed concern over 
a certain stagnation and rigidity in the operational budget in 
a particularly unstable economic and financial context and 
requested the Commission to reflect seriously about the budget 
and its role. 
The Commission has been guided by this recommendation from Parliament 
in drawing up the draft 1978 ECSC operational budget and has tried to 
show imagination and flexibility in facing up to the critical 
financial context in which next year's budget will fall. 
There has ·been no substantial reduction in the cyclical and struct.o.::a.l 
diffic"LLl'..ies -which have beset the Community's iron and steel indl• :>h'.t 
sinc.e 197). In financial terms, these difficulties inevitably 
take the form of e.n appreciable- increase in budget requirements a."'·d 
a .shrinking of the hae9 for the levies wnioh consists (self-evidentl~) of 
the quantities produced. 
The Commission's thinking on this matter is founded _on the following 
principles: 
- the mechanism of the :moo operational budget must retain the 
ability to adjust resources to financial requirements regarded 
as irreducible 1 ; 
- if actions do not specific~lly fall within the scope of the 
:moo, recourse to funds provided for certain Community policies 
under the Treaty of Rome should be considered: 
this approach is alrea~ being applied in the field of Community energy 
policy, . and has made it possible to enter ill Chapter 32 
of the Community budget (expenditure under the energy policy) 
Article 322 covering_ "Aids to coal stocks". The same applies to the 
Regional Fund. 
Apart from the alreaey- existing possibility for the ERilF to 
contribute to the oost of regional aid granted to· reconversion 
projects, the Commission has proposed - as part of the 
reorganization of the ERDF in 1978 - that a system of inter .•--+. 
1 In this context it would be appropriate to recall the opinion of 
the European Parliament's Committee on Economic and Monetary 
Affairs in 1976, which stated in conclusion that 'the rule of stability 
to which the Commtssioh understandably wishes to adhere may not be u3ed 
in future as a principle for making the rate of the levy unchanqeable .. ' 
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relief grants be set up, outside national q'.lotas, which vtould 
enable the Commission to make direct ERDF interest relief grants on 
certain loans; 
(iii) great importance is attached to coordinated implementation of 
all the financing instruments which come under consideration: 
funds specifically available for the coal and steel sector, 
supplemented by actions falling under the General Budget and, 
as regards loans, by EIB intervention; 
(iv) as regards the classic interventions of the operational budget 
(research, resettlement, interest relief grants and loans 
for low-cost housing), the Commission naturally prefers to 
continue financing 'them by the means provided by the ECSC Treaty; 
(v) finally, the Commission takes the view that the exceptional 
character and the unprecedented importance of the crisis 
now affecting the EX:SC - and, more particularly, the Community's 
iron and steel industry - justify special measures in the 
financial sphere aimed at enabling the Community to carry 
out fully the tasks devolving upon it with regard to the 
restructuring and redevelopment of the industry and the 
resettlement of its workers, without excessive increase in 
the financial burden borne by the sectors in question. 
; 
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This is why, in June, the Commission suggested that the annual 
oontribution made by the liDS:: to the General Budget in respect of 
Community administrative expenditure be reduced from 18 to 
5 millionEUA thus :allowing the sum released to be used to 
finance increasing operational requirements. This proposal 
was approved by COREPER on 26.10.77 for endorsement by the Council 
·as an A point. A further proposal'of this-nature 1s presented 
in pages SD-51 below. · 
·rhe above approach is fully reflected in the proposals whi.ch the 
Commission has set out in ChaPter III of this aide-memoire • 
.• 
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II. ANALYSIS OF EXPIDJTED EXPENDrrURE AND POSSIBLE RESOURCES IN THE 
~NANCIAL YE.AR 1978 
Article 49 of the Treaty establishing the European Coal and Steel 
Community authorizes the Commission to procure the funds it requires 
to carry out the activities laid down in that Treaty by imposing 
levies on the production of coal·and steel. Pursuant to 
Article 50, these levies are assessed annually on the various products 
according to their "average value", but the "rate" may not exceed 
1% unless previously authorized by the Council. 
For the purpose of fixing this rate, it is necessary first to 
estimate the financing requirements and then to see how far they can 
be met from resources other than the levies, in particular interest on 
investments and on loans financed out of capital resources and 
also provision cancellations. In this way, the amount t.o be 
covered by the levies can be determined. 
In addition, on the basis of a preliminary and thus sometimes 
unavoidably inaccurate assessment of the average value of the 
various products, and of the likely volume of output during the year, 
the probable Levy yield is calculated: first of all in terms of 
the yield anticipated from a rate of O.Oi%. The calculation, 
therefore, hinges on an estimate of production Which is difficult 
to make owing to the extreme sensitivity of the industries concerned 
to any sudden change in market conditions. 
These are the two elements set out in this Chapter. It is then 
necessary to determine to what extent the Community should forego 
satisfying the requirements reported, which considerably exceed 
the resources provided by the p_resent rate, or to What extent the 
rate should be revised upwards or downwards. 
dealt with in Chapter III. 
This matter is 
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The following presentation of expected expenditure and foreseeable 
resources is modelled on the systematic analysis of the data on the 
various bud&et headings in the General Budget, as shown in Part II 
of the General Introduction to the Prelunina.ry Draft Budget. As 
with the General Budget, this presentation lists separately the main 
features of each chapter (legal basis and description of operation, 
type and breakdown of expenditure, explanation). To permit a better 
. 
asseasment, the explanations given for non-compulsory expenditure 
{research and.interest relief grant•) are more detailed't~ for 
the other chapters. 
A. ~ED EXPENDITURE IN 19]8 
1. Ordinary requ.irements 
CH.APrER B 1 - RUNNIKJ cosrs 
1. Legal basis and description of operation: 
Legal basis: 
- Article 50 of the IOOfK: Treaty; 
-.Article 20 ot the Merger Treaty. 
EOOO contribution to the Commission's operating expenditure. 
2. Tzye and breakdown of expenditure 
Annual lump-sum pccyment made in 12 equal monthly instalments. 
3. Explanation 
In its Communication COM(77)280 final of 16 June 1977, supplemented 
on 11 October 1977 by COM(77)511 final, the Commission proposed thS.t 
the sum of 18 million EUA fixed by the Merger Treaty be reduced to 
5 million EUA so as to make additional money available for increased 
operational requirements. 
A decis1on on this proposal is a matter for the Council under Article 
20 of the Merger Treaty, and COREPER decided on 26.10.77 to propose that 
it be agreed as an A point at a forthcoming Council meeting. 
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CH.API'ER B 2. - AID TO RESEI'TLEMENI' 
1e Legal basis and description of operation~ 
Legal basis: 
- .Articles 50 and 56 of the EOSC Treaty; 
~ Bilateral agreements concluded between the High Authority/Commission 
and the governments of the Member states., 
The High Authority/Commission provides non-repayable aid towards~ 
(i) the payment of tideover allowances to workers; 
(ii) the payment of resettlement allowances to workers; 
(iii) the financing -of vocational training of workers having to 
change their employment o 
The grant of the aid is conditional upon payment by the State concerned 
o~ a. special contribu:tion of not less tha.n the amount of that aid11 
unless an exception is authorized by the Counoil, aoting by a 
two-thirds majority. 
2"' Tzye and breakdown of e;pend.i ture 
. ..~ / 
Earmarking of funds intended to subsidi.ze1 by means of a so% 
reimbursement, expenditure incurred by the government e within the 
scope of the agreements signedo 
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The breakdown by sector and by country of the expenditure estimates 
made by the governments, taking into account the budgetary necessity 
of delaying urrtil 1978 the contracting of certain commitments 
· • • <1>· follo s • belongJ.ng to the 1977 fJ.nanoJ.al year, 1s as ~-~ • 
m EUA 
Country Coal Iron and at eel, Total per country 
iron-ore mines 
Germany 6 3 9 
Belgium 2 6.5 8.5 
France 9·5 22.5 32 
Italy 
-
5 5 
Luxembourg - 2 2 
Netherlands 
-
3 3 
United Kingdom ""'17 5 22 
·Total per industry 34,5 47 ') 81,5 . 
( 1) 
' 
The social repercussions of the present situation remain difficult 
to predict and it is to be noted that the forward figures are 
highly unreliable. 
3. ,?xplanation 
The coal industry's foreseeable expenditure is down on 1977, mainly 
as a result of the progress made in rationalizing the industry in 
Germany and France· though the fall in pig iron production has also 
led to the closing of a number of coke plants.;· On the other hand, 
foreseeable expenditure in the iron and steel industry is rising owing 
to the gradual rationalization and restructuration of the industry. The 
reduction in employment in the iron and steel industry is estimated at 
several tens of thousands of workers. 
The cases concerned are chiefly applications from nationalised coal industries 
which are generally submitted only at the end of the year. 
,,,. ...., ...... ~~· ' ~ '"' ., ..... --.... ~- ....... ,..,._ ..... ____ ~--.. -- -... ... -. .._ ~--·..-----·---·-------- -....-------·-~-----
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CHAPTER B 3 - AID TO RESEARQ.li 
1. Legal basis and description of the operation 
Legal basis: Articles 50 and 55 of the ECSC Treaty. 
The High Authority/Commission grants non-repayable aid to finance technical 
and economic research into the production and increased use of coal and 
steel and occupational,safety in the coal and steel industries. 
2. Tyge and breakdown of expenditure 
Earmarking of the amounts intended for part subsidies v1hich take the form 
of the repayment of a proportion of the actual costs of research projects 
approved by the High Authority/Commission in accordance with the procedures 
provided for in the Treaty; these cover, in particular, the consultation 
of the ECSC Consultative Committee and the receipt of the Council's assent. 
In most cases, the aid granted amounts· to 60% of the estimated and justified 
costs. 
The applications can be broken down as follows: 
m EUA 
Heading Sector Aid requested 
B 3.1 Steel 40.5 
B 3.2 Coal 32.2 
B 3.3 Social and medical 9.8 
TOTAL 82.5 
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3. E;x.planation 
Steel research 
j 
The general orientation of ECSC research in the steel sector for the present 
decade is outlined in the "General Objectives for Steel 1975-198011 and 
~ indicates the direct link between the programme and-the medium-term 
-technological requirements within the Community's industry. ·In assessing 
the specific resouroes needed and the priorities to be allocated for this 
collaborative effort, consideration mnst be given to the following 
developments which are having profound consequences for the ECSC: 
• the steel industry of the Community remains in depression with reduced 
de~d causing capacity utilization to fall to,below 65~ of production· 
po'tential; - in the resulting economic and financial climate, considerable, 
pressures are being exerted on the funds available ··from within the industf'y 
for research; 
- the rising .. cest of raw materials and, particularly, of energy is having . " .. ,.,·:-· 
obvious repercussions on. production costs while the industry's heavy 
dependence on external sources of supply raises also the problem of 
availability; 
- the establishment of steel manufacturing industries in the ore-rich and 
oil-rich countries of the developing woTld will have important consequences 
on international trade and on the sharing of the world market. 
One certain outcome from the present situation is that international competition 
will become increasingly severe and it will be vi tal for the European iron 
and steel industry to successfully meet this challenge in a changing pattern 
of world trade. An essential requirement will be to maintain the l..!:;;st advanced 
standards of technology in all aspects of steel production and processing and 
to ensure that our technical expertise is reflected in the quality and 
sophistication and the price of our steel products. This will only be achieved, 
however, if the necessary research programmes are undertaken so that they form 
part of an integrated and coherent strategy aimed at improving the competitivity 
. 
of the Community's industry. 
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To meet current requirements within the Community, priority will be given to 
the following areas of research in the allocation of resources for 1978: 
(i) Process-oriented research 
.. 
process technology (optimization and automation of production processes 
to improve efficiency and reduce costs; 
processing routes) 
development of alternative 
energy utilization (conservation and increased flexibility in the use 
of different forms of energy) 
rolling mill technology and quality assessment of mill products 
(improved mill operation, quantitative evaluation of surface and 
internal quality of steel products). 
(ii) Product-related research 
service properties of steel (properties of welded joints, formability 
and magnetic properties of sheet material) 
- utilization of steel (application of steel in building and bridge 
construction) 
-basic research (to generate the necessary scientific understanding 
for the development of steels with improved properties such as 
strength, toughness and high temperature deformation resistance). 
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Coal research 
__, lliE 
The coal research requirements are closely allied to the Community's E-::J.erftY 
policy o·b,jectives, particularly the objective of maintaining the producticn lev 
at 250 m toe per year up to 1985. 
One means to achieving these productivity and production targets is to intensi r·, 
research. The quantified research targets published by the Commission on 
30 January 1975 (OJ No ·c 22) specified the grant of annual aid totall~ng 
from 15 to 20 m EUA, to promote research projects in the extraction and 
upgrading of coal; these projects form part of the medium-term coal research 
aid programme (1975 to 1980) published on 25 :Vey 1974 (OJ No C 60) and supplementE-;d 
by the Communication publi~hed on 30 December 1974 (OJ No C 160). 
In view of the present energy crisis and the particular difficulties facing the 
coal and steel industries, it is vital that research efforts ·be concentrated 
in those areas specifically referred to below, which consider coal as both 
a source of energy and as a raw material in the production of metallurgical coke. 
Attention should be devoted to the area of "Coal-face working" and its allied 
areas, i.e., "Automation and mining problems" (firedamp, mine climate, strata 
pressure) and th·is is the first area to which research effort should be directed. 
In view of the inadequate coking coal reserves in the Community and the high 
price thereof, research must also centre on improving output and capacity 
from traditional coking plants to render coke more economic and on developing· 
alternativesr such as formed coke, which win have helpful results for the 
metallurgical industryo 
Finally, under the energy policy aiming at making Europe less dependent on 
imports of petroleum products, aid must be given to certain fundame~~al scientific 
research projects in the field of coal gasification and liquefactio!l in order 
to improve existing and known process~s and determine which are most profi~able. 
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The applications which have already been submitted or notified concern 
the following research headings. : 
Underground 
Upgrading 
Conversion into hydrocarbons 
preparatory work 
firedamp, mine climate and strata pressure 
winning and working 
general services underground 
remote control and automation 
coking 
coal preparation 
gasification 
coal liquefaction 
., 
.• 
,I 
'I 
. i 
' 
.i 
1 
1 
.. 
.. 
' ~l 
I 
i 
1 
. 
·\ 
•l 
I 
r 
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Social research 
The heading "Social research" covers research designed to improve working 
conditions, the safety and health of workers and the protection of worker's 
health in the ECSC industries. 
During 197.7 the demand for research in these fields has not abated, which 
is proof enough of the practical usefulness of this form of intervention • 
The year 1977 saw the launching of two multi-annual research programmes, 
namely: 
"Chronic respiratory diseases" (Third programme) 
"Mine safety". 
These two programmes are part of a series of measures to promote safety at 
the workplace and improve the prevention and treatment of occupational 
diseases; these measures have operated continuously since 1955, when 
the original decisions on social research were taken by the ECSC High Authority. 
The new programme on "Mine safety" effectively got under way in 1977 with the 
granting of substantial aid to 15 research projects. A number of these 
correspond to the research proposals put forward by the Mines Safety and 
Health Commission. 
The fight against pneumoconiosis is still the major problem facing the 
mining industry in 1977. In spite of the progress made in prevention and 
treatment which has reduced the likelihood of the disease and cheCked its 
progression to the stage of invalidity, considerable efforts are still 
required. 
The aim is to guarantee miners a normal working life and thus faoili tate 
the recruitment of manpower to sustain the basic output level planned for 
the Community. The problems of reducing atmospheric dust are the principal 
concern. of the "Fourth Health in Mines . Programme" proposed to the Commission 
in 1977 for implementation in 1978. 
---- ··-·-----·--· --·---- ---
1 .. 
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To this. must be added the·research projects relating to the improvement of 
~ine climate, measures against noxious emissions of nitrous vapours and 
the reductio:n of noise in underground workings., . 
Under the "Ergonomics and retraining progra.111..meu, work is continuing in 
relation to worker comfort, job-matching and ~he search for a better balance 
between man, machine and the environmento Tb.a significant research aid. 
pla.n..YJ.ed for 1978 reflects the industry~s concern to improve working oondi tions 
by ergonomic methods, especially in w~rk~hop design and production techniques. ) 
Lastly, the steel industry has actively oontinued to seek ways of reducing 
the pollution it generates and of attenuating emissions at the work place" 
The major five-year research programme decided by the Commission in 1974 
will finish in 1978. The distinguishing feature has been its greater 
emphasis than in earlier programmes on the treatment of the problem of 
industrial nuisances.. Apart from atmospheric pollution, the programme 
has investigated the problems of water pollution (chiefly in coke ovens), 
waste treatment or recycling and noise from arc furnaces. 
A new programme is to be devised in 1978 which will take account of the 
foreseeable development in steel production teChniques. 
The projects to be financed in 1978 chiefly concern the following fields: 
(i) mine safety; 
(ii) pollution control in the steel industr,y; 
(iii) industrial health in mines; 
(iv) chronic respiratory diseases; 
( v) ergonomics and retraining. 
.. 
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CHAPTER B 4 - AID IN THE FORM OF. INTEREST RELIEF 
1 • Legal basis and description of operation 
Legal basis: Articles 54 (investment) and 56 (reconversion) of the 
lOOSC Treaty, and Decisions of the High Authority/Commission • 
The ECSC mq use its own funds to offer reduced interest rates for certain 
types of loan. The •relief is calculated in l!IJA on the basis of criteria 
set by the Commission. Cal011lations are at present based on t'nterest 
relief of 3fo over 5 years. 
2. 'l)pe and breakdown of requirements 
Provision for offsetting part of the interest due on loans disbursed by 
the lOOSC, in accordance with the contracts drawn up between the Commission 
and the beneficiaries. 
'lhe details of requests reoei ved are as follows: 
Title Sector 
I~ 
--~ ._LdS 
"'uested 
~. 
B 4.1 Investment 50 
B 4.2 Redevelopment 35 
. 
TOTAL 85 
-
3· Explanation 
Investment 
In the investment field, the chief aim of loans ... t redu~ ........ interest rates 
is the structural improvement and rationaliza.t~ .~n of the ECSC industries. 
'lhe criteria for granting relief are as follows: 
(i) llhvironment 1 relief only for exceptionally expensive investment on 
existing plants and investment~of ~n innovatory character 
(OJ No C 146 of 25 November 1974); 
I 
L 
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(ii) aesearch a.n.d training centres, and the elimination of bottlenecks: 
relief i.n the latter sector has been limited to investment intended 
to ramedy the shorta.ge of coking coal (OJ No C 73 of 18 June 1970); 
(iii) Restructuring: relief may be granted for those investments that 
are of greate~ t interest for restructuri,ng and re-establ i shimg the Long-term 
oompci;i ti veness of the Community's iron and steel industry 
(O .. T :No C 174 of 22 July 1977). The Couimission attaches special 
impor~tance to this category of int.ervention in its iron and steel 
policy (see pages 14 to 16 above)e 
Redevelopment 
Reconversion loans granted at reduced interest rates help maintain 
employment in regions hit by the decline or cessation of activity in 
industries covered by the ECSC Treaty. The Commission grants these 
. . 
loans to firms which either absorb redundant workers from the coal 
industry or the iron and steel industry or maintain the level of 
employment in these two industries in the regions concerned by establishing 
economically sound activities. 'lbe firms concerned obtain reduced 
interest rates if they undertake to create new jobs in these regions and 
give priority to fonner employees of the mso. industries as regards 
recruitment. 
Requ.ests for this type of aid are still on the increase, mainly because 
of the structural problems of the iron and steel industry. Restructuring 
can only pnoceed on a socially acc~ptable basis if steps are taken _to pr~vide 
continuing employ~~ent for the e11ployees. di!ectly affected (see also. pages 18 
and 19 above). 
, - ............ 
) 
~ . 
---......_.._,"' I '~~~ 
r,: 
r 
l 
.. 
) 
I 
~ 
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The criteria and procedures for granting interest relief on reconversion 
loans were ~'blished in OJ N'o C 178 of 27 July 1977. These loans can be 
made to firms directly, or indirectly through financial intermediaries 
in the form of global loans. Reconversion loans may als'o be granted for 
investment in services or in the establishment of industrial estates and 
advance factories; these do not, however, enjoy interest relief. The 
Commission attaches special importance to reconversion activities in its 
iron and steel policy. 
CHAPTER B 5 - AID BASED ON ARTICLE 95 OF .THE ECSC .TREATY (COKING_ COAL 
AND COKE FOR THE IRON AND STEEL INIXJSTRY) 
1. Legal basis and description of operation 
Legal basis : 
(i) Article 95 of the ECSC Treaty; 
(ii) High Authority/Commission Decision 73/287 /ECSC of 15 July 1973 
(OJ No L 259 of 15 September 1973), as last amended by 
Decision 1613/77/ECSC of 15 July 1977 (OJ No L 180 of 20 July 1977). 
The ECSC contributes to a special fund, administered by the Commission, 
for subsidizing intra-Community sale of Community coking coke intended 
for the iron and steel industry. Under Decision 73/287/ECSC of 
15 July 1973 the fUnd is financed by the Community, the Member States 
and the iron and steel industry. 
2. '.!Ype of breakdown of requirements 
Provision for a lump-sum contribution to the fund, estimated at 6 m EUA. 
The subsidies due are determined in relation to the tonnages·delivered 
and aid m~ be granted for no more than 15 000 000 t per annum. 
-")dj-
3. !9g?lanati.2!!, 
The aim of the special system· ot aid to ooking ooal and ooke set up 
pursuant to Decision 73/287 /F£SC of 15 July 1973 is to help maintain 
production of blast-furna.oe coal intended for the Community' a iron and 
steel industr.y and also to enable coal and coke to be sold at prices 
reflecting world market prices. 
The Commission feels that certain production capacities should be 
maintained in this seotort as well as the r'equisi te J.abour force to 
work them as efficiently as possible, and that it is therefore appropriate 
to have an aid system taking account of the fact that the question of 
Co1Th1IU.l'li ty coking coal production concerns a.ll the Member States, 
particularly since only coking coal ia the subject of significant 
intra-Community trade. 
2.. ReSI,uirements not included in the budget - loans for f~cj.ng_§:U.&?..ijlE,_~ousing 
1n addition to the requirements to be financed by grants from the year's 
resources, account should be taken of the ECSC social housing subsidy scheme, 
financed 1below the line~ which has been in operation since 1956. Forecasts 
for this programme are included in this aide-memoi~e to complete the picture 
of overall ECSC interventions provided-to Parliament and the Consultative 
Committee.. For ease of understanding, .the presentation fo~lows the same 
analytical format as. for the.requirements already described • 
.. 
1 • Legal basis and description of operation 
Legal basis: Article 54 and Decisions of _the High Au.thori ty/Oommission 
assigning to the housing programmes the funds from the "special reserve" 
constituted by interest on investments and loans from own funds. 
IDJSC intervention takes the form of reduced interest loans, and helps 
to ease the cost of financing housing by comhining the funds made. available 
by the Community with resources provided national[y. 
.. 
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Grant, of long-t·arm J.% interest rate loans to the responsible na.tion.a}. 
bodies. 
The <>econd phase o·': th"?. eighth aubaidioz;ed housing building progrp,,:mn"' 
(1975-78),. covering 1977 and. 1978, envisages a sum of 30 m ]iUA spread 
over the fi:rtaJJc:i ctJ. ~; $a,1's 1977 and 1978, depending on funds available" 
Allcca:~::.:m:3 to the va1 inus interested parties in the nine countries 1,•ere 
decided "t.Y· the Commis:::ion after all due prior consultation on 29 JLity 1977. 
3. ~planation 
'I'he m;:.:l.n rBason fo:c proposing to set aside 30 m EUA for the second pl'1ase 
(1977-78) a.s oonp8:eed with the 25 m EUA for phase one (1975-76) is the 
i ncres.se in con8t:ruotion costs. Moreover, the requirements put fordard 
continue to be fa~· in excess of the amount of aid availab_le. 
This scheme is intended to subsidize the following projects: 
(i) housing for labour employed in the new coastal steelworks; 
(ii) honGing linked with industrial restructuration in the 
(iii) 
(iv) 
"tra.di ti.onal steel centres and in those coal fielo.s where. · · 
production is to be increased; 
specific solutions for immigrant workers; 
housing to be modernized as part of the move to renovate 
I 
urban centres in steel and mining districts~ 
The scheme is thus both in the interest of workers, since it 
a.lleviates the effects of price increases and high interest rates, ·3..nd; also 
of benefit to the industr-.r since it indirectly faoili ta.tes restructura.ticn, 
_The number of _dwellings S!Jbsidized by .means of ECSC loans as at.1 ,Janua,ry 1977 
was 147 327. 
3· Summary of requirements put forward 
Total requi:r·ements put forward· therefore amount to 27 3 m E'tTA to be financed 
under the cperat~.onal budget., plus 15 m EUA in the form of below-th.-lin• 
loans at low interest rates 'for the building of subsidized housing.. · The 
figures for requi~ents . put forwa:rd are s'WJII'llarized in Almex E; in the 
tllapp l i cat ions'* . column. 
* 
* * 
1. Resources :for the financial year 
CHAPrER R l - CURREM' RESOURCES 
1. Lega.l basis and description 
Legal basis: 
- Articles 49 8lld 50 of the msc 'freaV' 
, :... Decisions JiO 2/52 aDd 3/52 o~ 23 ~ber 1952. 
The levies are calcula:ted on tile basiS of a fixed scale per tonne which is 
decided each :firJallcial 7-.r' q, tile High Autho:ri:ty/Commission and publish~ 
in the Of'ficial J'011rl'J81. 
Resources from. interest on· investments and loans :from non-borrowed funds will be 
finally determined when the OOIDiidssion closes the aooounts at. 31 December• 1977. 
Pursua.nt to the decision it -adopted on 30 April 1975, the Commission will enter 
the interest available from the previous fiM.neial year in the budget of the 
current, year. 
2. !;rpe and breakdown 
Levy resources represent claims identified in respect of levies due on 
production in the 1978 financial year and calculated on the basis of the 
production d~olarations made by undertakings .. 
Interest will be credited in accordance with the allocations dec·ided by the 
Commission when it clotes the accounts on 31 December 1977. 
A breakdown of for$,:;aat resottroes based on the la.tes·t estimates is given 
below., 
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Title R 1.1: Lexv 
Tonnage subject tp the ley:y, and ;y,i,eld from a., rate of le;vy of 0.0.1~ 
P.roduction serving One levy 
a.s basis for oa.loula.ting "point" 
Product the levy 
million tonnes in m EUA 
• Brown-coal briquettes and 
semi-coke . 4·0 0.01 
Hard coal - all types 208.4 0.08 
Coal - total 0.81 
Pig iron other than that 
required for the manufacture 
of ingots 5·5 0.07 
Steel in ingots 133 1.94 
Finished products 95·8 0.63 
Steel - total 2.64 
GRAND TOTAL 3·45 
Other titles 
Titles Heading m EUA 
li 1.2 Interest on investments and loans 
from non-borrowed funds 18 
R 1.3 Fines and late payment surcharges token entry 
R 1.4 Miscellaneous revenue token entry 
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The latest estimates of the average values which serve as the basis for 
calculating the levies show tha.t the figures for the 1978 financial 
year which relate to the reference period from 1 July 1976 to 30 June 1977 
will be some 9% higher in the oa.se of coal and a.t least lCPfo for steel... ·as 
compared to those for 1977• 
It should be noted that there is an appreciable margin of uncertainty 
in these figures; this is because the departmenxs concerned are not yet 
in possession of all the requisite data ~~d forecasting production 
in present economic conditions is very uncertain. 
The figure for interest revenue is b?sed on an advance estimate of 
the resources which the Commission will be in a position to allocate when 
it closes the accounts on 31 December 1977• 
CHAPI'ER R 2 - CANCELLATIONS OF COMMITMENTS WHICH WILL PROBABLY NOT BE 
IMPLEMENTED 
1. Legal basis and description 
The allocation of funds earmarked on the strength of Commission aid 
decisions must be made firm within. a reasonable period of time by the contra~ting 
of legal commitments. 
The Commission's internal rules on the drawing'-UP a.nd implementation of 
the ECSC operational budget therefore provide that inthe exceptional event 
of undue de lay at this stage, the earmarked funds will be cancelled .. 
They also provide that once all parties have discharged their obligations 
under a legal contract, aqy remaining unused allocation will likewise be 
cancelled~ 
~ . 
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The amounts thus released become available again as resources for the 
current financial year. 
2. Nature and breakdown 
Save in the exceptional cases where decisions on the earmarking of funds 
are not followed up within a reasonable period of time by legal commitments, 
any cancellation of earmarked funds normally indicates complete discharge 
of the contract, agreed with the contracting party concerned. 
The estimate of 2 m EUA shown in this chapter relates, in essence, to 
cancellations of allocations for resettlement aid. Only a token entr,y would 
be needed for the other items which might be involved (cancellations of 
balances remaining in respect of oont.racts which have been performed it+ 
full, del~ed legal commitments, eto.). 
3. ~lanation 
It is difficult to estimate the rate of cancellation in respect of 
resettlement programmes, as it depends on the negotiations to be held 
with the governments concerned. The estimated figure of 2 m EUA is based 
on an average rate for 1978 in view of the exceptional efforts allowed for in 
1977 to release funds amounting to 6 m EUA. 
CHAPI'ER R 3 - RI!:VALUATION OF ASSETS AND LIABILITIES 
This chapter, showingll"token entry"1 is provided to record the net effect of 
changes in rates of conversion during the financial year. 
CHAPI'ER R 4- UNUSED RESOURCES FROM THE FINANCIAL YEAR 1977 
This chapter, ·show.ing ~"token entry"1 provides for any balance rema1m ng from the 
funds of the previous financial year to be entered as resources. for the 
current financial year. 
Provision has been made £or the following resources to cover requirements 
for the construction of'-., subsidized housing: 
.. 
- re~ents on earlier loans (7•5 m EUA); 
a part of the special reserve and of the f~rmer ECSC pension fund 
(7 ·5 m EUA). 
3· f!:IDID1!:£Z of ;e,ossible resources for 1978 
The estimates of resources other than levies amount to 20 m EUA 
(interest available - 18 m EUA; cancellations - 2 m EUA). As the yield 
from a lev,y rate of OoOl~ has been estimated at 3.45 m EUA, the yield obtained 
from levies can be estimated at lOO m EUA on the· ba.ais of the current rate 
of 0.,29% •. Th~ estimated resources are summarized in Annex E in the section 
on nresou:rcestt. 
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III. DRAFT OPERATIONAL BUDGET FOR 197§. 
Before examining the problems arising in respect of 1978, it should be 
remembered that the situation in 1977 is already complicated by the 
increased requirements established by the Commission for restructuring 
and redevelopment in the iron and steel industr,y which already led, in 
April 1977, to an additional allocation of funds to the Chapter "intereEt 
subsidies".. To finance this priority measure, the Commission was forced to 
reduce the research allocation from 42 m EUA to 38.4 m EUA and to provide for 
the entry on the revenue side of the contingency reserve constituted in the 
balance sheet as at 31 December 1976. If the research appropriations were 
again reduced in this way, it might jeopardize the Community's capacity to 
take the measures necessary in this seotor to ensure the competitivity of 
Community products. 
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A. ]]REDUCIBLE REQUIREMENTS 
The Commission is faced by even more difficult conditions than normal in 
drawing up its proposals on the draft ECSC operational budget for 1978. 
The Commission wishes to stress from the very outset that, given the extent 
of the problems facing the coal and steel industry, it is determined to 
propose and pursue a policy matching up to the extent of the difficulties; 
at a time when the steel industr3· is passing "bhrough a serious crisis, it 
considers that the ECSG must inorease i·ts aids and not resign itself to 
reducingthema It is with this in mind that the Commission will assess the 
various financing requirements to determine the minimum amotmt. It is aware 
of the serious problems this will raiseon the revenue side. 
These exceptional difficulties are accompanied by the normal difficulties 
linlced with the uncertainty of proposals, which is only to be expected in economic 
conditions susceptible to unforeseen changes in the short term • 
.. 
The information set out above and summarized in Annex E shows that total 
requirements for the financial year 1978 amount to 273 m EUA, compared with 
163.3 m EUA for the financial year 1977• To cover all the requirements 
totalling 273 m EUA, the rate of levy would have to be fixed at 0.73%~ The budget's 
total should therefore be adjusted to the requirements deemed irreducible. 
In the Commission's view, it is necessary to exclude the possibility of 
fixing irreducj.ble requirements a.t such a low l.evel as in last year's 
initial budget as this amount would mean that only 44% of applications could be 
met compared with 68% in 1977 and 78% in 1976~ 
- 48-
It should also ·:;e rt:cogniz.ed that the sharp rise in applications submitted 
by Governments .for resettlement aid faces the ECSC w.i.-th a diff:i cult 
fina.'1i::ing problem in view of the mandatory natur·e of the exr:endi t\J.re" 
In the light of past experience a.."ld provided that the negotiations wh:\.ch 
will have ·l;n h~ conducte'i with the Member States to this end are concluded 
satisf'actorilyr the Gomnd.ssion considers that it will be able to limit 
the requirements whi eh have to be financed in 1978 to a figure of 60 m E.UA 
deferring the CCtTtraction of commitments for the remaining appl·ications until 
Later. Such a carry-over of applications to future years could be regarded 
as an expedient offering only short-te-rm advantag·es, but it appears possible at 
present that the Level of applications for resettlement aid may drop somewhat 
from 1979 onwards. The Commission has therefore decided to take a basic figure 
of 60 m EUA as a working assumption for ~he 1978 resettlement aid allocation. 
The other headings of expenditure which are of a mandatory nature relate to aids to 
coking coal in pursuance of Decision 73/287 ECSC, estimated at 6 m EUA, and 
administrative expenditure, ·fixed at 5 m EUA. 
This leaves for consideration the two Chapters involving discretionary expenditure -
aid to research and interest subsidies. 
As regards research, the Commission considers an allocation of 41 m EUA, 
distributed as set out in Annex E, to be the absolute minimum in view of 
the fact that these measures are meant to ensure the competitivity of 
Community productso In real terms, this figure is still 10% lower than the 
initial allocation for the current financial year. 
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As noted above (see pages 15 and 18), interest subsidies which started off as 
an operation of secondary importance whose scope depended on the amount 
. of finance available, now play. a key oart in ECSC 
industrial policy because of the vitally important character of the restructur-
ing and redevelopment operations proved necessary, notably in order to re-
establish the competitivity of the Community steel industry. Already well 
in advance of the publication of t~e overall plan to be drawn up as part of 
the revision of the general objectives for steel,... a growing number of 
applications are reaching the Commission. The minimum figure which the 
Commission deems it necessary to enter in the draft budget for this item is 
40 m EUAe Although this allocation will only allow under half the applications 
for subsidies to be granted, it should enable the Commission to play an active 
role in collaboration with all the interested parties, in promoting the re-
structuring and redevelopment operations which the Commission considers to 
be indispensable and urgent in the interests of the industry .. 
The preceding analysis shows that the financing needs for 1978 judged as 
irreducible by the Commission and set out in the second column of Annex E, 
come to a total of 152 m EUA •. 
. .. 
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B. COVERING OF REQUIREMENTS 
To finance the requirements discussed above and amounting in all to 152 m EUA 
it would be necessary in addition to th_e_use of exoected non-Levy income of 
20 m EUA to make a substantial increase in thi levy rate. 
In view of the financial situation of the industries which pay the levies, 
the Commission considers that everything should be done to avoid imposing 
this additional burden on ECSC undertakings •. 
On the other hand, for the reasons set out abo~, the Co~ission does not 
consider that it is in a position to recommend a policy which consists merely 
of adjusting the volume of:requirements to the level of resources normally 
available (120 m EUA at the current rate of 0.29%). A budget of this type 
just would not match up to the problems needing to be tackled. 
In these circumstances the Commission has looked for other possibilities for 
balancing the budget without resorting to an increase in the levy rate. 
The Commission has accordingly studied the possibility of finding a new source 
of income able to make up the shortfall of 32 m EUA. This could be done by 
allocating to the ECSC some or all of the customs duties on ECSC products. 
From 1 January 1971 onwards, under the Decision of 21 April 1970 relating to 
the Communities' ·own resources, orovided for.- the duties -from the common customs tariff 
to be-allocated to the Communities as direct Community revenue. 
This does not extend to cubtoms duties on coal and steel products governed by the 
ECSC Treaty, as the common customs tariff adopted in accordance with Article 9 
of the EEC Treaty does not cover the products coming under the ECSC Treaty. 
The customs duties on ECSC products have been standardized as a result 
of decisions taken in accordance with Article 72 of the Treaty of Paris, but 
they still accrue to the individual Member States which collect the dues con-· 
Ferned when the relevant products are imported into their territory~ 
The Cormnission will therefore propose to the Council that the necessary 
procedu.res be set in operation for allocating the ECSC customs du-ties to 
the ECSC operational budget as soon as possible., In the mean·time, and in 
. 
anticipation of a decision along these lines, the Commission considers 
that the exceptional financial requirements of the ECSC sector in 1978 
and the major economic and. social interest attached to pursuing an 
effective Community policy for ·the restructuring and redevelopment of 
the iron and steel sector and the resettlement of redm1dant workers fully 
justify an ad hoc decision by the Member States to make a special 
grant of 32 m EUA to the ECSC operational budget to assist the implement-
ation of the financial aid policies envisaged in the draft budget~ 
The transfer of 32 m EUA could be made in accordance with Article 49(2) of 
the ECSC Treaty and classified' as a donation by the Member States to the 
Community. 
The Commission will keep Parliament informed of the development of Council 
discussions on this subject. The Commission hopes that the special Council 
meetingonthe steel industr.y's problems at the end of November will be abae 
to pronounce favourably on the principle of what is proposed. 
The Commission wishes to make it clear that, if-the proposal meets with 
insurmountable difficulties, it will not be able to accept a drop in the 
volume of the ECSC operational budget to a level corresponding to a leVJT 
rate o.f 0~29%, since this amount does not represent an adequate financial 
basis for a rational and effective policy.. In this case, the Commission 
1-'lOUld immediately submit a new draft budget replacing Annex E a.nd involving 
an increase in the levy to balance the budget$ 
) 
_j 
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C. DRAFT BUDGET 
The draft budget drawn up by the Commission for the financial year 1977 and 
amounting to 152 m EUA is con-tained in Annex E. 
li 
t 
AN11WC A 
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.ANNEX D 
PROVISIONAL SITUATION OF THE ECSC AT 30 JUNE 1977 
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e. other funds· --
Ill. Provisions 
A. F1nancial assistance 
. B. Other provisions 
IV. Former pension fund 
v. Miscellaneous 
VI. Aoorued liabilities 
VII. Unallocated.balance 
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